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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Herein  transmitted  is  our  sunset  performance  review  of  the 
Montana  Board  of  Horse  Racing.  The  review  was  conducted  in 
response  to  the  1977  Sunset  Law,  which  terminates  the  board  on 
July  1,  1983. 

The  review  focused  upon  an  examination  of  board  operations. 

It  does  not  encompass  an  audit  of  the  board's  financial  transactions 
or  overall  compliance  with  state  laws. 

There  are  no  formal  recommendations  in  the  report  since  the 
responsibility  for  such  recommendations  lies  with  the  Audit  Commit- 
tee. Nevertheless,  we  discussed  the  contents  of  the  report  with  a 
number  of  individuals  and  organizations,  including  the  members  of 
the  Board  of  Horse  Racing  and  staff  of  the  Department  of  Commerce, 
Division  of  Business  and  Professional  Licensing. 

We  wish  to  express  our  appreciation  to  the  members  of  the 
board  and  to  the  department  staff  for  the  assistance  they  provided 
during  the  review. 


Respectfully  submitted 


James  H.  Gillett,  CPA 
Acting  Legislative  Auditor 
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Chapter  I 


BACKGROUND 

This  sunset  performance  audit  addresses  state  regulation  of 
the  horse  racing  industry  by  the  Board  of  Horse  Racing,  a state 
board  attached  to  the  Department  of  Commerce,  Division  of  Business 
and  Professional  Licensing. 

REPORT  OBJECTIVES 

The  1977  Legislature  enacted  legislation  terminating  numerous 
regulatory  boards  and  agencies,  including  the  Board  of  Horse 
Racing.  This  law,  commonly  referred  to  as  the  "sunset  law," 
requires  the  Legislative  Audit  Committee  to  conduct  a performance 
audit  of  each  terminated  agency.  The  performance  audit  must 
review  the  need  for  each  regulatory  board/agency  and  the  Legisla- 
tive Audit  Committee  must  offer  recommendations  for  board/agency 
reestablishment,  modification,  or  termination. 

The  sunset  law  also  requires  an  examination  of  the  following 
questions  during  the  conduct  of  the  committee's  review: 


(a)  Would  the  absence  of  regulation  significantly  harm  or 
endanger  the  public's  health,  safety,  or  welfare? 

(b)  Is  there  a reasonable  relationship  between  the  exercise 
of  the  state's  police  power  and  the  protection  of  the 
public's  health,  safety,  or  welfare? 

(c)  Is  there  another  less  restrictive  method  of  regulation 
available  which  could  adequately  protect  the  public? 

(d)  Does  the  regulation  have  the  effect  of  directly  or  indi- 
rectly increasing  the  costs  of  any  goods  or  services 
involved  and,  if  so,  to  what  degree? 

(e)  Is  the  increase  in  cost  more  harmful  to  the  public  than 
the  harm  which  could  result  from  the  absence  of  regula- 
tion? 
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(f)  Are  all  facets  of  the  regulatory  process  designed  solely 
for  the  purpose  of,  and  have  as  their  primary  effect, 
the  protection  of  the  public? 

Using  the  information  contained  in  this  report,  and  that 
gathered  during  a public  hearing,  the  committee  will  address  these 
six  questions.  During  the  hearing  process,  testimony  and  comments 
will  be  heard  from  the  board/agency,  the  industry,  and  interested 
members  of  the  public. 

In  defining  legislative  intent,  the  sunset  law  (section  2-8-101(2), 
MCA)  states  that,  by  requiring  periodic  evaluation  in  the  form  of  a 
performance  review,  the  legislature  will  be  in  a better  position  to 
ensure  that  agencies  and  programs  exist  only  to  be  responsive  to 
state  residents'  needs.  The  sunset  law  terminates  the  board  on 
July  1,  1983.  This  sunset  review  is  in  response  to  the  legal 
requirement  for  a review  prior  to  the  board's  termination. 

NATURE  OF  REGULATION 

Horse  racing  in  Montana  is  a multi-million  dollar  industry. 
The  major  participants  involved  in  the  racing  of  the  horses  are  the 
owners,  trainers,  jockeys,  and  the  betting  public. 

The  pari-mutuel  betting  system  allows  the  public  a legal  way 
to  wager  at  horse  races.  It  also  provides  the  funds  for  race  track 
organizations  to  conduct  the  races.  Eighty  percent  of  the  money 
bet  on  the  horses  is  returned  to  the  winning  bettors.  One  percent 
of  the  money  is  given  to  the  Board  of  Horse  Racing.  The  remaining 
19  percent  is  divided  between  the  race  track  and  the  purses  paid 
to  the  horsemen. 

Each  organization  conducting  a race  meet  is  required  by 
board  rule  to  hire  a specified  number  of  racing  officials  to  assure 
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a proper  race.  The  organization  must  employ  two  stewards,  a 
director  of  racing,  a racing  secretary,  a pari-mutuel  manager,  a 
paddock  judge,  one  or  more  patrol  judges,  a starter,  an  identifier, 
a jockey  room  attendant,  and  a security  director.  The  officials 
employed  by  the  organization  must  be  approved  by  the  board. 

The  director  of  racing  coordinates  the  activities  of  the  various 
track  officials  serving  at  the  meet.  The  director  also  acts  as  a 
liaison  between  the  organization  and  the  board  and  its  representa- 
tives . 

The  racing  secretary  compiles  an  official  program  for  each 
racing  day.  The  secretary  assigns  the  stabling  of  the  horses  at 
the  meet  and  is  responsible  for  all  registration  certificates. 

The  pari-mutuel  manager  is  responsible  for  the  accuracy  of  all 
pay-offs.  The  manager  balances  the  pari-mutuel  form  against  the 
cash  room  report  for  each  race  day  and  files  a report  with  the 
state  pari-mutuel  supervisor  explaining  any  discrepancy  in  amounts. 

The  paddock  judge  is  in  charge  of  the  saddling  area  (paddock) 
and  has  general  jurisdiction  over  the  saddling  equipment.  The 
judge  limits  the  entry  into  the  paddock  to  only  authorized  person- 
nel and  ensures  that  jockeys  do  not  talk  to  the  public  prior  to  each 
race. 

The  patrol  judges  observe  the  races  from  elevated  platforms 
located  at  the  turns  of  the  tracks.  They  watch  for  violations  of 
racing  rules  and  report  to  the  stewards  immediately  after  each 
race. 

The  starter  has  complete  jurisdiction  over  the  starting  of  the 
horses  and  has  the  authority  to  give  orders  to  secure  a fair  start. 


3 


After  reasonable  efforts,  if  a horse  cannot  be  led  or  backed  into 
position,  the  starter  can  order  the  horse  be  disqualified. 

The  identification  of  horses  in  the  paddock  is  made  by  the 
horse  identifier.  No  horse  is  to  be  permitted  to  start  that  has  not 
been  officially  identified. 

The  jockey  room  attendant  ensures  that  order,  decorum,  and 
cleanliness  are  maintained  at  all  times  in  the  jockey  room.  No  one, 
other  than  racing  officials  and  the  attendant,  is  allowed  in  the 
jockey  room  without  express  permission  of  the  stewards. 

The  security  director  is  responsible  for  maintaining  security 
at  the  race  tracks.  The  director  is  in  charge  of  the  backstretch 
area,  the  pari-mutuel  area,  and  Is  authorized  to  provide  for  the 
removal  of  unauthorized  persons  from  restricted  areas  and  for  the 
removal  of  persons  causing  disturbances  from  the  premises  of  the 
race  tracks. 

Horses  entered  in  the  races  are  the  responsibility  of  the 
trainers.  Each  trainer  is  obligated  to  protect  the  horses  against 
the  administration  of  any  substance  which  could  affect  the  perfor- 
mance of  a horse  in  a race.  The  trainers  furnish  the  names  of  the 
jockeys  who  ride  their  horses  when  they  enter  the  horses  in  a 
race.  Horses  in  the  paddock  are  attended  by  the  trainer,  and  the 
trainer  must  be  present  to  supervise  the  saddling,  unless  permis- 
sion has  been  obtained  from  the  stewards  to  send  another  licensed 
trainer  as  a substitute. 

To  facilitate  independent  regulation  of  the  industry,  the 
Legislature  created  the  Board  of  Horse  Racing,  now  administratively 
attached  to  the  Department  of  Commerce.  The  department  hires  a 
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steward,  a veterinarian,  a person  responsible  for  security,  and  a 
pari-mutuel  supervisor  for  each  race  meet.  The  state  steward 
represents  the  board  in  all  matters  pertaining  to  the  interpretation 
of  the  rules  as  prescribed  by  the  board.  The  steward  supervises 
the  conduct  of  the  racing  officials  and  has  been  delegated  full 
authority  by  the  board  to  enforce  the  rules  adopted  by  the  board 
or  as  provided  by  the  laws  of  Montana.  At  the  close  of  each  race 
meet  the  state  steward  makes  a written  report  to  the  board  concern- 
ing the  condition  of  the  meet  and  any  recommendations  deemed 
necessary.  The  state  steward  supervises  the  state  veterinarian, 
state  security  personnel,  and  the  state  pari-mutuel  supervisor. 
The  state  security  person  and  pari-mutuel  supervisor  do  not 
/perform  the  same  duties  as  the  two  officials  hired  by  the  track 
with  similar  titles. 

Prior  to  1981,  the  track  hired  a veterinarian  to  determine 
whether  the  horses  were  fit  to  run.  The  department  hired  a state 
veterinarian  in  1981  to  perform  this  and  other  functions.  The 
state  veterinarian's  duties  include: 

--inspecting  all  the  horses  in  the  paddock,  and  at  the  request 
of  the  stewards,  inspecting  or  observing  all  horses  after  the 
finish  of  a race; 

--being  present  at  the  starting  gate  while  the  horses  are  being 
loaded ; 

--removing  a horse  from  the  race  after  the  horses  leave  the 
paddock,  with  approval  of  the  stewards; 

--being  responsible  for  ail  the  activities  and  conditions  which 
occur  at  the  test  barn,  including  supervision  of  the  urine 
sample  taken; 
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--providing  for  the  security,  maintenance,  accuracy  of  urine 
sample  tags,  and  general  integrity  of  each  sample  and  ship- 
ment to  the  official  laboratory;  and 

--rendering  decisions  concerning  fairness  to  the  public,  jockeys, 
and  horses  in  a race. 

Board  rules  do  not  allow  drugs  to  be  used  on  participating 
horses.  The  rules  state:  "Any  substance  that  interferes  with  the 
testing  or  analysis  and  any  substance  that  masks  the  presence  of  a 
narcotic,  stimulant,  depressant,  local  anesthetic,  analgesic,  or  any 
derivative  or  compound  thereof  is  forbidden"  (8.22.1401(17)  ARM). 
A urine  sample  is  obtained  from  the  winning  horse  of  each  race  to 
determine  whether  the  horse  was  given  medication  before  the  race. 
In  a race  with  a large  purse,  such  as  the  quarter  horse  futurity 
race,  the  second  and  third  place  horses  are  also  tested.  The 
stewards  can  request  a urine  test  on  any  horse.  The  sample  is 
sent  to  an  official  laboratory  in  Denver,  Colorado  for  analysis. 

If  any  foreign  substance  is  found  in  the  sample,  it  is  identi- 
fied, and  the  laboratory  notifies  the  stewards.  The  state  steward 
does  not  authorize  purse  payment  of  a race  until  he  has  received  a 
report  from  the  laboratory.  If  the  sample  from  the  winning  horse 
shows  the  horse  was  given  illegal  medication,  the  horse  is  subject 
to  disqualification.  Also,  the  owner  or  owners  cannot  participate 
in  the  purse  distribution  and  cannot  receive  any  trophy,  blanket, 
or  other  prize  awarded  unless  ordered  by  the  board  after  hearing 
the  case.  Pari-mutuel  wagers  are  not  affected  by  the  outcome  of  a 
urine  test. 

The  state  security  person's  duties,  as  prescribed  by  the 
board,  include: 
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--investigating  activities  involving  owners  of  horses,  stimulation 
(drug)  cases,  and  any  other  investigations  requested  by  the 
stewards  or  the  board; 

--supervising  the  licensing  of  association  employees  and  persons 
working  in  the  stable  area; 

--supervising  tatoo  branding,  which  serves  as  the  horse's 
identification ; 

--patrolling  assigned  areas  throughout  the  racing  enclosure; 

--making  field  inspections  of  critical  areas  (starting  gate, 
jockeys'  room,  money  room,  barn  area,  etc.); 

--maintaining  liaison  with  federal,  state,  and  local  law  enforce- 
ment agencies;  and 

--carrying  out  board  directives  with  respect  to  ejections  from 
the  premises  of  bookmakers,  pickpockets,  and  any  other 
patron  engaging  in  disorderly  conduct. 


The  board  has  described  the  duties  of  the  state  pari-mutuel 
supervisor  to  include: 


--checking  pool  calculations; 

--checking  calculated  pays; 

--handling  public  complaints  regarding  payoffs; 

--checking  odds  to  make  sure  odds  are  calculated  properly; 

--checking  the  money  room  to  ensure  the  cash  handled  in  the 
pari-mutuel  system  is  correct; 

--completing  daily  purse  forms  and  pari-mutuel  auditor's  reports 
on  daily  activities; 

--checking  with  the  horsemen's  bookkeeper  to  verify  that  purses 
are  paid  correctly;  the  Montana  Breeder's  Bonus  is  paid  to 
Montana  Breeders,  and  that  the  proper  reports  are  sent  to 
the  board  office;  and  the  purse  structure  is  in  accordance 
with  the  Horse  Benevolent  and  Protection  Association  contract; 
and 

--verifying  the  one  percent  of  total  pari-mutuel  handle  is  correct 
and  submitted  to  the  board. 
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The  Board  of  Stewards  at  each  race  meet  is  delegated  the 
responsibility  for  enforcing  the  rules  established  by  the  Board  of 
Horse  Racing.  Three  people  comprise  the  Board  of  Stewards  - the 
state  steward  and  the  two  stewards  employed  by  the  sponsors  of 
the  race  meet.  The  stewards  responsibilities  include: 

--supervising  owners,  trainers,  jockeys,  grooms,  other  persons 
attendant  on  horses,  and  the  premises  where  the  race  meeting 
is  conducted; 

--investigating  and  rendering  a decision  in  every  protest  and  in 
every  complaint  properly  made  to  them; 

--deciding  which  horse  wins  a race  and  assigning  the  respective 
places  in  the  race  to  as  many  horses  as  they  think  proper; 

--determining  the  extent  of  disqualification  in  case  of  fouls;  and 

--supervising  all  entries  and  scratches. 

When  the  stewards  believe  that  a rule,  other  than  a rule  of 
the  race,  has  been  violated,  the  alleged  violator  is  summoned  to  a 
meeting  before  the  stewards.  Immediately  after  a hearing,  provided 
the  matter  is  settled,  the  stewards  transmit  their  findings  and 
conclusions  in  a signed,  written  statement  to  the  board  and  to  the 
party  in  question.  The  ARMs  stipulate  the  stewards  may  suspend 
the  license  of  anyone  whom  they  have  the  authority  to  supervise 
for  a period  not  exceeding  two  years,  impose  a fine  not  exceeding 
$500,  or  they  may  impose  both  a fine  and  suspension.  All  fines 
and  penalties  are  reported  to  the  board. 
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Chapter  II 


BOARD  OF  HORSE  RACING 

The  Montana  Horse  Racing  Commission  was  created  in  1965. 
Prior  to  that  time,  county  horse  racing  commissions  regulated  the 
industry.  In  1971,  under  the  Executive  Reorganization  Act,  the 
commission  was  renamed  the  Montana  Board  of  Horse  Racing  and 
was  attached  to  the  Department  of  Professional  and  Occupational 
Licensing  (DPOL)  for  administrative  purposes.  Ten  years  later, 
the  47th  Legislature  transferred  the  functions  of  DPOL  to  the  new 
Department  of  Commerce. 

The  primary  purpose  of  the  board  is  to  license,  regulate,  and 
supervise  race  meets  held  in  the  state.  To  fulfill  this  purpose, 
the  statutes  dictate  the  board  adopt  rules  governing  race  meets 
and  the  pari-mutuel  wagering  system.  The  rules  include  definitions 
and  provisions  for; 


(1) 

auditing  race  meets; 

(2) 

supervision  of  the  pari-mutuel  system; 

(3) 

corrupt  practices  and  penalties; 

(4) 

supervision,  duties,  and  responsibilities  of  the 
steward,  racing  secretary,  and  other  racing 

presiding 

officials; 

(5) 

licensing  of  all  personnel  who  have  anything  to  do  with 
the  substantive  operation  of  racing; 

(6) 

the  establishment  of  dates  for  race  meets  and 
so  the  best  interests  of  breeding  and  racing  in 
are  considered;  and 

meetings 
this  state 

(7) 

the  veterinary  practices  and  standards  which 
observed  in  connection  with  race  meets. 

must  be 

Implied  in  the  statute  is  the  function  of  handling  complaints  and 
inspecting  race  meets. 
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BOARD  OPERATIONS 


Structure 

The  governor  appoints  five  members  to  the  Board  of  Horse 
Racing.  They  must  be  residents  and  qualified  electors  of  the 
state.  One  member  must  be  a breeder  of  racing  horses,  one  a 
member  of  an  independent  horse  racing  association,  one  a member 
of  a county  fair  board  that  features  pari-mutuel  betting,  and  two 
who  have  occupations  unrelated  to  horse  racing.  The  senate  must 
confirm  new  appointees.  Terms  are  for  three  years  and  members 
can  only  be  removed  by  the  governor  for  "cause." 

Board  members  receive  per  diem  of  $25  a day  while  on  board 
business.  They  are  also  allowed  travel  expenses  as  provided  by 
sections  2-18-501  and  2-18-503,  MCA. 

The  board  convenes  about  once  a month.  During  the  racing 
season  they  usually  meet  in  a city  holding  a racing  meet. 

Staffing 

The  board  is  attached  to  the  Department  of  Commerce  for 
administrative  purposes.  The  department  provides  the  board  with 
legal,  budgetary,  and  accounting  services,  as  well  as  a department 
staff  member.  Prior  to  the  1982  racing  season  the  department 
intends  to  hire  an  executive  secretary.  The  previous  staff  member 
handled  the  daily  business  of  the  board  which  included  answering 
correspondence  and  the  telephone.  Some  of  the  staff's  duties 
were: 

--handling  administrative  matters  of  the  board  including  corre- 
spondence and  maintenance  of  records  (complaint  registers, 
etc.); 
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--ordering  all  horse  racing  supplies  for  the  racing  season; 

--compiling,  researching,  and  analyzing  all  reports  for  the 
board; 

--orienting  new  board  members; 

--attending  board  meetings;  and 

--traveling  to  race  tracks  and  participating  in  licensing  if 
people  could  not  be  hired  for  that  area. 

In  addition  to  the  staff  member,  the  department  hires  one 
state  steward,  a state  veterinarian,  a state  pari-mutuel  supervisor, 
and  a state  security  person  for  each  race  meet  (see  Chapter  I). 

Funding 

The  board  is  financed  from  an  account  in  the  earmarked 
revenue  fund.  The  money  is  derived  from  four  sources.  About 
60  percent  of  the  revenue  is  derived  from  pari-mutuel  betting,  and 
another  20  percent  comes  from  licensing  fees  collected  from  racing 
personnel;  the  rest  of  the  funds  are  from  fines  and  unclaimed 
winning  tickets.  The  following  chart  is  a breakdown  of  income  for 
the  board  for  the  past  five  years: 


BOARD  OF  HORSE  RACING 
REVENUE  HISTORY 


Fiscal 

Year 

Total 

Racing 

Personnel 

Licensing 

Pari-mutuel 

Betting 

Unclaimed 

Winning 

Tickets 

Horse 

Racing 

Violations 

1980-81 

$146,261 

$24,519 

$89,808 

$28,164 

$3,770 

1979-80 

139,425 

27,908 

86,872 

22,860 

1,785 

1978-79 

130,355 

28,839 

81,271 

18,665 

1,580 

1977-78 

110,865 

23,308 

64 , 836 

19,686 

3,035 

1976-77 

98,156 

26,275 

56,598 

13,153 

2,130 

Source:  Statewide  Budgeting  and  Accounting  System 


Illustration  1 
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The  board  issues  54  types  of  licenses  with  fees  varying  from 
$2  to  $10.  Fees  currently  assessed  are  shown  in  Illustration  2. 


FEE  SCHEDULE 

Type  of  License  Amount 


Announcer  $10.00 
Auditor  10.00 
Authorized  agents  10.00 
Calculator  operator  10.00 
Chief  of  Security  10.00 
Director  of  Racing  10.00 
Jockey  10.00 
Jockey  Agent  10.00 
Jockey  - Apprentice  10.00 
Owner  10.00 
Pari-mutuel  Manager  10.00 
Photo  Manager  10.00 
Plater  10.00 
Racing  Secretary  10.00 
Stable  Name  Registration  10.00 
Steward  - Track  10.00 
Starter  10.00 
Temporary  owner  10.00 
Tip  sheet  seller  10.00 
Totalizator  operator  10.00 
Track  license  10.00 
Track  tote  to  be  paid  by  Pari-mutuel  Operator  10.00 
Trainer  10.00 
Veterinarian,  practicing  10.00 

Handicapper  6.00 
Identifier  6.00 
Outrider  6.00 
Paddock  Judge  6.00 
Pony  person  6.00 
Racing  Secretary  - Assistant  6.00 
Stable  foreman  6.00 
Track  Superintendent  6.00 
Valet  6.00 

Clerk  of  Scales  5.00 
Custodian  of  Jockey's  Room  5.00 
Exercise  person  5.00 
Patrol  Judge  5.00 

Photo  employee  4.00 
Stable  superintendent  4.00 
Starter,  assistant  4.00 
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FEE  SCHEDULE  (Continued) 


Type  of  License 

Amount 

Gate  admission  seller 

$3.00 

Gate  attendant 

3.00 

Groom 

3.00 

Horseman's  bookkeeper 

3.00 

Hot  walker 

3.00 

Office  personnel 

3.00 

Pari-mutuel  employee 

3.00 

Placing  judge 

3.00 

Security  staff 

3.00 

Timer 

3.00 

Veterinarian,  assistant 

3.00 

Others  not  listed 

3.00 

2.00 
2.00 

Source:  Department  of  Commerce 

Illustration  2 


Not  requiring  licenses  but  requiring  identification. 
(Wives,  children  over  6 years  of  age,  duplicate 
or  lost  I.D.  cards) 

Watchman 


This  following  illustration  shows  the  board  finances  for  the 


past  five  years. 


Fund  balances  are  as  of  June  30  of  each  year. 


BOARD  OF  HORSE  RACING 
FINANCIAL  HISTORY 


Fiscal  Year 

Revenue 

Expenditures* 

Fund 

Balance 

1980-81 

$146,261 

$133,426 

$163,387 

1979-80 

139,425 

120,885 

150,552 

1978-79 

130,355 

101,310 

132,012 

1977-78 

110,865 

77,746 

102,967 

1976-77 

98,156 

76,586 

69,848 

^Includes  prior  year  adjustments  and  expenditures. 


Source:  Montana  Financial  Reports 

Illustration  3 
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BOARD  GOALS  AND  OBJECTIVES 


The  sunset  law  requires  each  board  to  delineate  its  goals  and 
objectives.  The  board  has  stated  its  goals  as  follows: 

1.  To  promote  and  encourage  the  raising  of  race  horses  in 
Montana; 

2.  To  help  race  tracks  with  any  problems  they  may  have; 

3.  To  protect  the  betting  public;  and 

4.  To  provide  more  veterinary  services. 


To  meet  these  goals,  the  board  stated  its  objectives  as: 


1.  To  hire  a full-time  executive  secretary.  This  person 
would  promote  racing  in  Montana  and  keep  the  board 
abreast  of  the  latest  developments  in  the  fields  of  litiga- 
tion, suspensions,  licensing,  medication,  etc; 

2.  To  hire  more  stewards  and  security  people,  and  increase 
their  present  salaries  from  $125  to  $175  per  day; 

3.  To  encourage  stewards  to  initiate  more  action,  for  example, 
have  the  stewards  call  for  more  inquiries  instead  of 
relying  on  jockeys; 

4.  To  give  security  people  more  training;  and 

5.  To  hire  an  additional  veterinarian  or  veterinarian  student 
that  will  be  continuously  in  charge  of  the  test  barns 
while  the  state  veterinarian  is  at  the  paddock  and  starting 
gate. 


BOARD  FUNCTIONS 
Licensing 

The  board  issues  licenses  (permits)  to  all  those  having  anything 
to  do  with  racing  primarily  to  control  access  to  the  stable  and 
pari-mutuel  areas  of  the  race  tracks.  The  applicant  fills  out  an 
application  and  pays  the  proper  fee.  The  licensing  clerk  then 
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takes  a picture  of  that  person  in  front  of  a colored  background. 
The  color  determines  the  extent  of  access  a person  has  to  the 

track.  The  licensee  then  receives  a receipt  and  a picture  ID. 

With  the  exception  of  the  steward,  there  are  no  requirements 
for  the  licensure  of  any  racing  personnel,  although  there  are 

certain  restrictions.  According  to  statute,  a person  convicted  of  a 
felony  or  guilty  of  moral  turpitude  may  not  be  issued  a license. 
Also,  anyone  who  has  violated  the  law  or  the  rules  of  the  board  or 
anyone  who  has  failed  to  pay  required  fees,  taxes,  or  fines  cannot 
be  licensed.  To  help  check  on  a person's  record,  the  department 
staff  member  or  other  licensing  personnel  compare  the  applicant's 
name  with  microfiche  received  from  the  National  Association  of 
State  Racing  Commissions  (NASRC)  in  Lexington,  Kentucky.  The 
microfiche  lists  licensed  racing  personnel  and  any  racing  violations 
they  have  incurred. 

Administration  of  the  licensing  function  has  been  delegated  to 
the  department  staff  member  and  licensing  clerks  hired  by  the 

department.  Licensing  of  racing  personnel  is  done  at  the  individual 
race  meets  or  through  the  department  office  in  Helena,  although 
most  are  licensed  at  the  meets. 

Illustration  4 gives  a breakdown  of  license  sales  for  the  past 
five  years. 
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LICENSE  SALES 


Type  of  License 

Number 

of  Licenses  Sold 

1981 

1980 

1979 

1978 

1977 

Racing  Meet  License 

11 

11 

12 

13 

13 

Owner  (includes  temporary) 

965 

956 

773 

825 

653 

Trainer 

200 

197 

173 

339 

176 

Owner-Trainer 

341 

329 

335 

358 

311 

Jockey 

85 

84 

86 

81 

87 

Jockey  Apprentice 

19 

25 

19 

25 

10 

Jockey  Agent 

6 

4 

5 

4 

4 

Authorized  Agent 

7 

6 

7 

1 

5 

Track  Official  (steward, 
paddock  judge,  etc.) 

83 

79 

81 

111 

100 

Pari-mutuel 

574 

558 

602 

585 

548 

Occupational  (groom, 
hotwalker,  etc.) 

1,173 

1,171 

1,053 

1,054 

909 

Stable  Name 

27 

32 

32 

19 

10 

I.D.  Cards 

765 

842 

902 

921 

811 

Total  Licenses 

4,256 

4,294 

4,080 

4,336 

3,637 

Source:  Board  of  Horse  Racing  records 

Illustration  4 

Any  corporation,  association,  organization,  political  subdivision 
(fairs),  partnership,  or  individual  desiring  to  conduct  pari-mutuel 
wagering  on  a horse  race  or  races  or  to  engage  in  horse  racing 
meetings  must  apply  to  the  board  for  a license  and  dates.  The 
potential  licensee  must  satisfy  certain  requirements  outlined  in 
board  rules  before  being  issued  a license.  Requirements  include 
meeting  facility  specifications,  providing  proof  of  financial  stability, 
and  presenting  a list  of  racing  officials  employed  by  the  track. 
The  licensee  must  also  provide  adequate  protective  facilities  to 
prevent  tampering  with  horses  and  provide  security  for  the  grounds 
at  all  times  to  preclude  the  admission  of  any  unauthorized  personnel 
to  the  stable  area.  Usually  newly  licensed  meets  are  requested  by 
the  board  to  secure  a bond  in  the  board's  name  to  insure  financial 
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solvency.  Previously  licensed  meets  are  not  requested  to  provide 
a bond  except  in  cases  where  there  have  been  past  financial  diffi- 
culties. 

When  licensing  tracks,  board  members  keep  in  mind  track 
conditions.  The  board  is  charged  to  complete  track  inspections  at 
least  once  a year,  but  it  attempts  two  per  year.  At  the  completion 
of  each  racing  meet  the  stewards  are  required  to  complete  a track 
condition  sheet  which  defines  any  problems  the  track  needs  to 
rectify.  Before  each  meet  the  next  season,  a board  member  and  a 
representative  from  that  track  determine  whether  the  problems 
have  been  corrected  and,  if  not,  whether  those  changes  need  to 
be  made  before  the  meet  commences. 

Race  Date  Setting 

Another  function  of  the  board  is  to  establish  race  meets  and 
meetings  in  the  best  interests  of  breeding  and  racing  in  Montana. 
If  two  or  more  applicants  request  licenses  to  conduct  race  meetings 
on  one  or  more  identical  dates  a hearing  is  held.  Criteria  examined 
for  the  awarding  of  race  dates  include:  1)  what  dates  are  asked 
for,  2)  whether  those  dates  are  traditionally  reserved,  and  3)  do 
the  dates  conflict.  Traditional  dates  are  awarded  first.  Conflict- 
ing dates  are  allowed  only  if  they  do  not  act  as  a deterrent  to 
either  race  meets'  success. 

Complaints 

The  board  received  57  complaints  from  1976  through  the  first 
half  of  1981.  The  number  of  complaints  each  year  has  varied. 
Twenty-five  were  filed  in  1980. 
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Complaints  come  before  the  board  through  three  channels. 
Most  commonly  used  is  the  appeal  of  stewards'  rulings.  The  three 
channels  are: 


1)  Stewards'  rulings  - Stewards  make  decisions  concerning 
all  aspects  of  a race  meet,  including  everything  from 
proper  conduct  of  anyone  at  the  race  to  fouls  of  horses 
interfering  with  other  horses  in  the  actual  running  of  a 
race.  In  many  cases  the  stewards  impose  a punitive  fine 
and/or  a suspension  or  disqualification  of  a horse. 
Anyone  affected  by  these  rulings  has  the  right  to  appeal 
those  decisions  to  the  board  via  a written  petition. 

2)  Petition  - The  rules  stipulate  those  who  may  file  a peti- 
tion (written  request  for  board  investigation  and  ruling) 
with  the  board. 

3)  Board  initiation  - The  final  source  of  complaints  covers 
those  items  the  board  believes  it  should  take  action  on. 
The  rules  provide  the  board  the  freedom  to  act  on  "any 
other  act  which  the  law  authorizes  the  board  to  do" 
(8.22.304  ARM).  Rarely  has  this  method  been  pursued. 


With  few  exceptions,  the  board  conducts  its  own  complaint 
investigations.  It  has  used  its  own  members,  a racing  official,  or 
a steward,  upon  occasion,  to  investigate.  The  board  has  directed 
the  Board  of  Stewards  to  hold  drug  test  hearings. 

Information  for  the  investigation  is  gathered  from  examining 
petitions,  informal  questioning  of  the  parties  involved,  and  review- 
ing racing  films.  When  hearing  an  appeal  of  a steward's  decision 
concerning  foul  claims,  the  board  always  reviews  the  racing  film  if 
one  was  made  and  is  available.  (Some  tracks  do  not  have  film 
equipment. ) 

Investigations  are  not  conducted  on  matters  the  board  feels 
are  not  within  its  jurisdiction.  An  example  is  the  board's  reluc- 
tance to  deal  with  financial  matters  between  private  parties  (see 
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Chapter  IV).  Complainants  are  advised  of  board  action  on  their 
petition  by  a letter. 

Once  the  investigation  is  complete,  the  board  meets  within  60 
days  to  make  a decision.  Its  decision  is  final;  however,  should 
the  complainant  be  unsatisfied,  the  matter  can  be  taken  to  district 
court. 

Maximum  penalties  which  can  be  imposed  by  the  board  are  up 
to  two  years  suspension,  revocation  of  a license,  and  a $500  fine. 
Trainers'  and  owners'  licenses,  specifically,  can  be  revoked  if  they 
fail  to  maintain  financial  responsibility  (see  Chapter  IV  for  further 
discussion) . 

The  original  complaint  and  any  documentation  are  kept  in  a 
complaint  file  in  the  board  office.  The  complaint  is  also  listed  on 
a complaint  register  which  shows  the  disposition  of  complaints  from 
1973  to  1981. 

Reviewing  the  files  and  registers  we  noted  only  25  completed 
complaint  forms  are  in  the  file,  even  though  the  complaint  register 
lists  47  complaints.  Nine  of  the  complaints  listed  on  the  register, 
but  not  in  the  complaint  file,  are  in  separate  file  folders  in  the 
board  office.  Ten  other  complaints  are  in  separate  file  folders  but 
are  not  listed  on  the  complaint  register.  No  complaints  from  1979 
were  found  in  the  complaint  register  but  three  were  found  in 
separate  file  folders.  Board  minutes  indicated  there  were  at  least 
five  complaints  scheduled  before  the  board  in  1979. 

The  following  illustration  details  the  complaints  which  could  be 
identified  for  the  past  five  and  one-half  years  and  the  resolution 
of  those  complaints. 
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COMPLAINT  SUMMARY 


Nature  of  Complaint  Number 

Problems  raised  by  the  3 

betting  public 

Conflict  of  interest  1 

Financial  responsibility  8 

Fouls  12 

Ineligibility  of  horses  2 

Medication  (bad  tests)  12 

Miscellaneous  (for  example,  7 


one  person  had  two  I.D.s;  a 
person  falsified  his  age  on 
his  application;  etc.) 

Complaints  for  which  there  10 

is  no  information  in  the 
files  to  determine  the  na- 
ture of  the  complaint 


No  contest  ruling  challenge  1 

Refund  of  money  1 


Resolution 

3 - talked  to  individual 


1  - dropped 

7 - advised  to  seek  aid  elsewhere 

1 - settled  with  board* 

12  - upheld  stewards'  ruling 

2 - upheld  stewards'  ruling 

9 - fined  and  suspended** 

2-30  day  suspension 
1 - unknown 

1 - advised  complainant  to  write 
letter  to  newspaper 
4 - referred  elsewhere 
1 - suspended 

1 - unknown 

2 - upheld  stewards'  ruling 
4 - no  action  by  board 

1 - wrote  letter 

1 - additional  90-day  suspension 
1 - fined  $300 
1 - unknown 

1 - upheld  stewards'  ruling 
1 - dropped 


*0wner  of  the  pari-mutuel  machines  used  at  the  race  meets  sued  for  exces 
sive  license  fees  and  settled  for  $3,030.  He  had  been  paying  $10  a day 
for  license  fees,  instead  of  $10  a year,  for  seven  years. 

**Medication  resolution 

1 - $100  fine  30  day  suspension  with  access  to  grandstands 

1 - $100  fine  30  day  suspension 

3  - $200  fine  30  day  suspension 

1 - $250  fine  30  day  suspension 

1 - $300  fine  60  day  suspension 

1 - $300  fine  90  day  suspension 

1 - $300  fine  180  days  with  90  days  suspended  on  good  behavior 

Source:  Compiled  by  the  Office  of  the  Legislative  Auditor  from  board 

records . 

Illustration  5 
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STEWARDS'  RULINGS 


Part  of  the  complaint  process  is  the  rulings  the  stewards 
make  at  the  track.  Representing  the  board  at  the  track,  stewards 
make  decisions  concerning  a race  meet.  Their  jurisdiction  covers 
topics  from  altercations  between  personnel  at  the  track  to  knocking 
a horse  off  stride  during  the  running  of  a race.  The  stewards 
can  fine  and  suspend  a person  for  committing  a racing  infraction. 
Anyone  affected  by  the  stewards'  ruling  can  appeal  it  to  the  Board 
of  Horse  Racing. 

There  are  two  channels  through  which  a case  comes  before 
the  Board  of  Stewards  concerning  any  infraction  of  the  rules  of 
racing : 

1.  the  stewards  can  call  someone  before  them;  or 

2.  one  individual  can  file  a complaint  against  another  indi- 
vidual . 

If  a jockey  brings  a foul  charge  against  another  jockey  immediately 
following  a race,  no  written  complaint  is  needed.  Before  declaring 
the  race  official,  the  stewards  question  all  involved  and  make  a 
decision  whether  to  call  a foul. 

If  one  person  brings  a complaint  against  another,  the  stewards 
request  that  it  be  made  in  writing.  The  stewards  use  the  same 
complaint  form  the  board  uses.  The  stewards  hold  a hearing  the 
next  racing  day,  or  if  it  is  the  last  day  of  the  race,  they  hold  it 
that  same  day.  If  it  is  a matter  which  may  involve  legal  action, 
the  stewards  will  conduct  a formal  hearing  and  tape  the  proceedings 
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The  stewards  either  make  a decision  at  the  hearing  or  refer 
the  matter  to  the  board.  Decisions  have  been  made  by  the  stewards 
and  have  still  been  sent  to  the  board  for  further  action.  Stewards' 
rulings  have  never  been  overturned  by  the  board. 

Except  in  two  instances,  there  is  no  record  of  complaints  or 
rulings  brought  before  the  stewards  for  which  the  stewards  decided 
no  action  was  necessary.  Three  hundred  sixty-nine  rulings  have 
required  action  since  1975.  A breakdown  of  the  number  of  rulings 
per  year  follows: 


STEWARDS'  RULINGS  BY  YEAR 


Calendar  Year 


Total  Number 


1975  55 

1976  45 

1977  53 

1978  48 

1979  37 

1980  57 

1981  74 


369 


Source:  Compiled  by  the  Office  of  the  Legislative  Auditor. 

Illustration  6 


Rulings  can  be  divided  into  four  different  types  - medication, 
misconduct,  racing  violation,  and  administration.  For  the  more 
than  50  different  types  of  infractions,  there  were  a few  frequently 
occurring  infractions.  Careless  riding  was  the  most  frequent 
infraction,  with  entering  an  ineligible  horse  and  medication  viola- 
tions, following.  There  is  no  information  kept  by  the  board  which 
indicates  the  number  of  violations  incurred  by  one  person. 


22 


The  infractions  and  penalties  assessed  by  the  Board  of 
Stewards  for  medication  tests  follow. 

MEDICATION  TESTS 
Number  Disciplinary  Action 

10  - 30  day  suspension 
5 - $200  and  30  day  suspension 

4 - Suspended  and  referred  to  the  Board  of  Horse  Racing 
3 - $200  and  10  day  suspension 

1 - $250  and  30  day  suspension 

1 - $100  and  30  day  suspension 

1 - $100  fine 

1 - $200  fine 

1 - $300  fine 

1 - $300  and  60  day  suspension 

1 - $300  and  90  day  suspension 

1 - $400  and  15  day  suspension 

1 - Disqualification  of  horse 
31  - Total 

Source:  Compiled  by  the  Office  of  the  Legislative  Auditor. 

Illustration  7 

The  stewards  can  impose  penalties  against  people  under  their 
supervision  for  misconduct.  The  disciplinary  action  and  degrees 
of  the  violations  for  misconduct  vary. 
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MISCONDUCT  INFRACTIONS 


Type  of  Infraction 
Late  to  Jockey's  Room 


Horse  Late  to  Paddock  or 
Failure  to  Show 

Failure  to  Appear  Before 
the  Stewards  or  the  Board 


Failure  to  Pay  Fines 


Number  Disciplinary  Action 

19  2 - $10 

15  - $15 
1 - $25 

1-3  day  suspension 

17  12  - $25 

5 - $50 

18  1 - $10 

5 - $15 
9 - $25 
1 - $50 

1  - $300  imposed  by  the  Board 
of  Horse  Racing 
1 - suspended 

12  9 - suspension  until  paid 

1 - $200 

1 - indefinitely  suspended 
1 - suspended  and  must  go  before 
the  board 


Engaged  in  an  Altercation 


18  10  - $25 

6 - $50 
1 - $100 

1 - $50  and  suspension  for  rest 
of  season 


Failure  to  Fulfill 
Riding  Engagements 


Conduct  Detrimental  to 
Best  Interest  of  Racing 


Disrespect  to  an  Official 


Failure  to  Wear  Safety 
Helmet 

Obscene  Language  to 
Racing  Personnel 


11  2 - $25 

6 - $50 

1 - $100 

1 - Probation  rest  of  season, 
$200  if  again 

1- 7  day  suspension 

12  5 - $25 

3 - $50 

2- 2  year  suspension 

1 - $100  and  suspension  if  again 

1 - $100  and  1 year  suspension 

A 1 - $15 

2 - $25 

1 - $50 

4 2 - $15 

2 - $25 

3 1 - $25 

1 - $50  and  suspended  until  fine 

paid 

1-60  day  suspension 
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RACING  VIOLATIONS  (Continued) 


Type  of  Infraction  Number  Disciplinary  Actions 

Jockey  Pushed  Off  Another  1 1 - $200 

Horse  with  Hand 

Jockey  Failed  to  Weigh  In  1 1 - $25 

After  Race 

TOTAL  1^ 

Source:  Compiled  by  the  Office  of  the  Legislative  Auditor 

Illustration  9 

Fines  have  also  been  imposed  by  the  stewards  for  infractions 
concerning  the  administrative  tasks  of  horse  racing.  The  infrac- 
tions and  stewards'  actions  are  as  follows: 
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ADMINISTRATIVE  INFRACTIONS 


Type  of  Infraction 

Number 

Disciplinary  Action 

Entering  an  Ineligible 

30 

2 

disqualified 

Horse 

1 

- 

cannot  enter  until  licensee 

17 

- 

$25 

8 

- 

$50 

2 

- 

no  fine 

Owners,  Jockeys,  Etc.  Not 

6 

1 

- 

horse  disqualified 

Obtaining  Licenses 

2 

- 

$25 

3 

- 

$50 

Failure  to  Have  Proper  Papers 

5 

1 

- 

$25 

Filed  with  the  Secretary 

4 

- 

$50 

Failure  to  Register  Last 

2 

1 

- 

$25 

3 Races 

1 

$50 

Falsification  of  License 

1 

1 

- 

revoked 

Falsification  of  Information 

1 

1 

- 

$300 

Illegal  Sale  of  Horse  After 

1 

1 

- 

$200 

Claiming 

Illegal  Transfer  of  Horse 

1 

1 

- 

$25 

Improper  Use  of  License 

1 

1 

- 

$25 

Inaccurate  Statement  of 

1 

1 

- 

$25 

Past  Performance 

Working  Unlicensed  Personnel 

1 

1 

- 

$20 

Misrepresentation  of 

2 

1 

- 

$300 

Horse's  Identity 

1 

- 

suspended  until  can  verify 

identity 

Horse  Ineligible  Unless 

Award  Blanket  Returned 

1 

1 

- 

No  blanket  awarded  at  race 

Total 

Source:  Compiled  by  the  Office  of  the 

Legislative  Auditor 

Illustration 

10 
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Chapter  III 


OTHER  REGULATION 

In  Montana,  the  Board  of  Horse  Racing  is  the  only  state 
agency  with  regulatory  control  over  the  horse  racing  industry. 
There  are  no  federal  regulations  pertaining  to  horse  racing. 

Professional  associations  exert  some  influence  over  various 
aspects  of  the  horse  racing  industry.  The  American  Quarter 
Horse  Association  (AQHA)  can  request  quarter  horses  at  an  AQHA 
approved  track  be  tattoo  branded  on  the  inside  of  the  upper  lip 
with  an  official  identification  number.  The  number  is  then  placed 
on  the  horse's  registration  certificate  and  becomes  part  of  its 
identifying  features.  There  are  six  AQHA  approved  tracks  in 
Montana  - Helena,  Kalispell,  Shelby,  Miles  City,  Missoula,  and 
Hamilton . 

The  Jockey's  Guild,  Incorporated,  represents  the  interests  of 
the  jockeys.  The  Guild  requires  each  meet  to  have  accident  insur- 
ance of  $25,000  for  jockeys.  Also  required  are  such  items  as 
ambulances  and  well  maintained  track  surfaces,  jockey  rooms,  and 
rails.  Track  evaluations  are  attempted  at  least  once  a year  by  the 
western  manager  of  the  Guild.  If  any  unsatisfactory  conditions 
are  not  corrected  the  jockeys  can  refuse  to  ride  at  that  meet.  A 
committee  of  four  jockeys  is  appointed  by  the  western  manager  of 
the  Guild  to  represent  the  jockeys'  interests  at  each  race  meet. 
The  committee  of  jockeys  will  perform  the  track  evaluations  if  the 
western  manager  is  not  available. 

The  Horsemen's  Benevolent  and  Protective  Association  (HBPA) 
represents  horsemen  in  dealing  with  race  meet  operators  regarding 
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such  matters  as  purses  and  facilities.  The  operators  of  the  larger 
race  meets,  such  as  the  races  held  in  Helena,  Great  Falls,  Billings, 
etc.,  sign  a contract  with  the  HBPA  that  states  the  minimum 
amount  of  the  purses.  Conditions  are  attached  to  the  contract 
that  the  race  meet  sponsor  will  correct  problems  the  horsemen  have 
identified.  At  those  meets  where  a contract  has  been  signed,  two 
percent  of  the  purses  paid  by  the  sponsor  of  the  meet  goes  to 
HBPA. 

Regulation  in  Other  States 

At  present,  horse  racing  is  legal  in  29  states,  including 
Montana.  One  state  does  not  have  horse  races,  but  it  does  have 
regulations,  and  another  only  allows  harness  racing.  The  form  of 
regulation  is  similar  in  each  state  and  in  most  states  the  regula- 
tions are  administered  by  a board.  The  following  illustration 
compares  various  elements  of  Montana's  regulation  with  those  of 
other  states  that  conduct  horse  races: 
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COMPARISON  - MONTANA  AND  OTHER  STATES  REGULATION  OF  HORSE  RACING 


Entity 

Other 

Licensing 

25 

States 

- 

Board/ Commission 

1 

State 

State  administrative 
agency  with  an  advi- 
sory board 

Board  Size 

1 

Board 

- 

1 Commissioner 

9 

Boards 

- 

3 members 

2 

Board 

- 

4 members 

8 

Boards 

- 

5 members 

1 

Board 

5 members,  1 director 
of  an  agency 

' 

2 

Board 

- 

7 members 

3 

Boards 

- 

10  or  more  members 

Board  Make-up 

18 

Boards 

- 

Public  members  only 

4 

Boards 

Horse  owners/breeders, 
public  members 

1 

Board 

Horse  owners/breeders, 
public  members,  county 
fair  board  member 

1 

Board 

Horse  owners/breeders, 
public  members,  2 at- 
torneys 

1 

Board 

■ 

Racing  association 
officials 

1 

Board 

- 

Commissioner 

Board  Member  Hold 

25 

States 

- 

No 

Financial  Interest 

1 

State 

- 

Yes 

In  Horse  Racing 

Track 

Board  Member  Own 

20 

States 

- 

No 

Race  Horses  and 

6 

States 

- 

Yes 

Race  In  The  State 

Horse  Owners 

25 

States 

- 

No 

and/or  Trainers 

1 

State 

- 

Yes 

Can  Be  Racing 

Officials 

Board  Member  Can 

22 

States 

- 

No 

Be  Racing  Official 

3 

State 

- 

Yes 

1 

State 

Not  prohibited  by  law, 
but  do  not  as  a practii 

Montana 

Board  of  Horse  Racing 


5 members 


2 public  members 
1 horse  owner/breeder 
1 member  of  indepen- 
dent horse  racing 
association 
1 member  of  a county 
fair  board 


Yes 


Yes 


Yes 


Yes 
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COMPARISON  (Continued) 


Entity 

Licensing  Exam 

Renewal 

Source:  Compiled 


Other 


4 State 
10  States 

4 States 
2 States 

1 State 

5 States 


No  exams 
Trainers  exams 
Trainers  and  jockeys 
Trainers,  stewards 
and/or  others 
Veterinarians 
Trainers  and  horseshoers 


24  States  - Annual 
2 States  - 3 years 


by  the  Office  of  the  Legislative  Auditor. 


Illustration  11 


Montana 

No  exams 

Annual 
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Chapter  IV 


AREAS  FOR  LEGISLATIVE  CONSIDERATION 

The  design  and  effectiveness  of  certain  aspects  of  the  regula- 
tory process  may  warrant  legislative  consideration.  The  intent  of 
the  following  sections  is  to  briefly  discuss  these  aspects  as  they 
apply  to  the  Board  of  Horse  Racing. 

The  areas  for  consideration  include: 

1.  Conflict  of  interest 

2.  Board  of  Stewards 

3.  Handling  of  complaints 

4.  Security  at  the  race  meets 

5.  Compensation  for  board  members 

6.  Maintenance  of  records 

7.  Fees 

8.  Criminal  conviction 

In  addition  to  the  above  aspects,  we  noted  several  other 
areas  that  warranted  consideration.  We  discussed  these  areas  with 
the  board  and  the  Department  of  Commerce.  The  following  sum- 
marizes the  concern  and  the  response: 


1.  The  board  held  a telephone  conference  call  during  which 
board  rules  were  adopted.  Conference  calls  constitute 
regular  board  meetings  as  defined  in  2-3-202,  MCA. 
The  board  or  department  took  no  steps  to  ensure  the 
conference  call  was  announced  and  open  to  the  public. 
The  department  said  it  will  ensure  all  conference  calls 
are  announced  and  open  to  the  public  in  the  future. 

2.  During  the  conference  call  noted  above,  a secretary  was 
not  provided  by  the  department  so  there  was  no  record 
of  the  call  in  the  board  minutes.  The  department  said  a 
secretary  will  be  made  available  to  record  all  meetings, 
whether  by  conference  call  or  otherwise. 
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3. 


The  board  has  the  authority  to  close  a meeting  to  the 
public  to  discuss  litigation  or  a matter  of  individual 
privacy  as  per  2-3-203,  MCA.  One  board  meeting  was 
held  during  our  review  in  which  the  board  called  execu- 
tive session  to  discuss  the  board's  travel  budget.  In 
our  discussions  with  horsemen,  many  mentioned  they 
thought  the  board  was  abusing  the  use  of  executive 
session.  The  department  noted  that  the  board  was  not 
fully  aware  of  executive  session  policy,  and  will  inform 
the  board  of  the  criteria  for  closing  a meeting  for  execu- 
tive session. 

4.  As  noted  in  Chapter  II,  the  complaint  register  and 
complaint  file  maintained  at  the  board  office  are  not 
complete.  Ten  complaints  found  in  separate  file  folders 
were  not  listed  on  the  register.  Other  complaints  were 
listed  on  the  register  yet  no  complaint  forms  were  found. 
Of  the  47  complaints  listed  on  the  register,  only  25 
completed  complaint  forms  were  in  the  file.  The  depart- 
ment has  implemented  new  procedures  to  improve  file 
maintenance  and  to  ensure  all  complaints  are  registered 
and  filed. 


CONFLICT  OF  INTEREST 

The  Board  of  Horse  Racing  has  sole  regulatory  authority  over 
the  sport  of  horse  racing,  a multi-million  dollar  Industry  in  the 
state  of  Montana.  In  an  industry  of  this  size  there  should  not  be 
any  appearance  of  a conflict  of  interest  concerning  the  board,  its 
representatives,  or  any  of  the  tracks'  representatives.  In  our 
review  of  the  board  we  noted  several  areas  in  which  there  was  an 
appearance  of  a conflict  of  interest; 


1.  two  board  members,  pursuant  to  state  statutes,  are 
members  of  associations  that  conduct  race  meets,  and 
vote  on  items  that  affect  the  meets  their  associations 
sponsor; 

2.  a track  steward  invited  friends  who  had  bet  on  a horse 
in  a race  into  the  stewards'  stand  to  watch  the  race; 

3.  a track  steward  at  one  meet  was  a jockey  in  one  of  the 
races  held  during  the  meet; 

4.  a state  steward  was  offering  advice  as  to  which  horse  to 
bet  to  win;  and 

5.  race  horse  owners  and  trainers  are  racing  officials. 
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Board  Members 


In  1976  the  Commission  on  the  Review  of  the  National  Policy 
Toward  Gambling,  established  by  the  United  States  Congress, 
conducted  a study  in  which  conflict  of  interest  was  discussed. 
The  report.  Gambling  m America,  recommended  that  "...  members 
and  staff  of  state  racing  commissions  be  absolutely  prohibited  from 
holding  any  financial  interest  in  racetracks  under  their  regulatory 
jurisdiction"  (page  122).  The  report  also  outlined  model  statutes 
concerning  pari-mutuel  racing.  The  model  statutes  stated  that  a 
member  of  a state  commission  should  "...  have  no  pecuniary 
interest  or  engage  in  any  private  employment  in  a profession  or 
business  which  is  regulated  by,  interferes  or  conflicts  with  the 
performance  or  proper  discharge  of  the  duties  as  a State  Racing 
Commissioner  in  the  public  interest."  (Source:  Gambling  in 
America,  Appendix  1,  page  1117.) 

The  1973  Legislature  revised  the  board  laws  to  increase  the 
size  of  the  Montana  board  to  five  members.  One  of  the  additional 
members  is  a member  of  a county  fair  board  that  features  pari- 
mutuel betting.  The  other  additional  member  is  a member  of  an 
independent  racing  association.  Past  board  members  have  voted  on 
matters  relating  to  the  organizations  of  which  they  were  members. 
One  of  the  members  also  inspected  the  condition  of  the  race  track 
prior  to  the  race  meet  sponsored  by  his  association.  The  track 
inspections  are  conducted  to  ensure  that  needed  repairs  or  improve- 
ments have  been  implemented.  (See  Chapter  II.) 

The  conflict  of  interest  presented  by  requiring  board  members 
to  be  members  of  a fair  board  or  a private  racing  association  should 
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be  resolved.  One  option  to  alleviate  the  conflict  is  to  follow  the 
recommendation  of  the  National  Commission  and  amend  the  law  to 
eliminate  the  requirement  that  board  members  must  be  members  of 
fair  boards  and  private  racing  associations. 

Another  alternative  is  to  have  the  board  members  file  state- 
ments of  disclosure  with  the  Secretary  of  State  and  include  the 
statements  in  the  board  minutes.  In  1978  the  board  requested  the 
department  attorney  to  issue  an  opinion  as  to  whether  the  board 
members  representing  the  fair  board  and  the  private  racing  associ- 
ation were  in  conflict  with  the  state's  Code  of  Ethics  (Title  Z, 
Chapter  Z,  MCA).  The  attorney  recommended  that  the  board 
members  prepare  a disclosure  statement  and  have  it  filed  with  the 
Secretary  of  State.  All  the  minutes  of  the  board  meetings  were 
also  to  have  disclosure  statements  attached.  However,  there  are 
no  disclosure  statements  filed  with  the  Secretary  of  State  for  the 
appropriate  board  members.  In  addition,  none  of  the  board  minutes 
have  disclosure  statements  attached. 

Stewards 

Gambling  m America  states  "In  any  sport  in  which  gambling  is 
permitted,  it  is  important  to  avoid  the  appearance  as  well  as  the 
fact  of  wrongdoing.  Hence,  any  situations  in  racing  creating  the 
potential  for  conflicts  of  interest  should  be  carefully  examined" 
(page  122). 

At  one  race  meet  attended  by  our  auditors  one  of  the  track 
stewards  invited  two  friends  into  the  stewards'  stand  to  watch  the 
running  of  a race.  The  visitors  had  placed  a bet  on  a horse  in 
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the  race.  If  a ruling  by  the  stewards  had  been  required  concern- 
ing the  race,  and  the  horse  bet  on  by  the  visitors  had  been 
involved,  it  could  have  appeared  to  have  been  a conflict  of  interest. 
The  board  should  not  allow  anyone  in  the  stewards'  stand  without 
prior  permission  from  the  state  steward.  This  would  eliminate  any 
appearance  of  conflict  of  interest. 

Another  meet  attended  by  our  auditors  offered  a race  in 
which  retired  jockeys  rode  the  horses.  One  of  the  jockeys  that 
rode  in  the  race  was  a track  steward  at  the  meet.  A board  member 
took  the  steward's  place  while  the  steward  was  absent  from  the 
stewards'  stand.  The  situation  gives  the  appearance  of  a conflict 
of  interest  on  the  part  of  the  board  member  and  the  steward.  The 
board  should  not  allow  a person  to  participate  in  a meet,  in  any 
way,  while  that  person  is  officiating  at  the  meet.  Also,  board 
members  should  not  participate  at  the  race  meets  in  any  official 
capacity  in  the  event  they  may  have  to  act  on  a state  steward's 
ruling.  Twenty-two  other  states  with  horse  racing  prohibit  board 
members  to  participate  as  racing  officials.  The  board  should  take 
action  to  ensure  that  ail  appearances  of  a conflict  of  interest  are 
eliminated . 

In  another  instance  a steward  was  observed  telling  members 
of  the  betting  public  to  place  a small  bet  on  a particular  horse  to 
win.  Again  there  is  an  appearance  of  a conflict  of  interest. 
Stewards  should  not  be  giving  advice  on  any  race. 

It  was  also  noted  in  our  review  that  horse  owners  and/or 
trainers  are  employed  as  racing  officials.  The  board  attributes 
this  situation  to  the  small  group  of  available  and  knowledgeable 
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people  from  which  they  have  to  choose  officials.  We  found  that 
one  of  the  state  stewards  is  a trainer  and  owner,  and  many  of  the 
officials  employed  by  the  tracks  are  race  horse  owners  or  trainers. 
One  racing  official  at  one  of  the  meets  visited  had  a horse  entered 
in  one  of  the  races  of  the  meet.  This  also  gives  the  appearance  of 
a conflict  of  interest. 

A survey  taken  of  jockeys  and  horsemen  showed  that  the 
majority  of  them  believe  a conflict  of  interest  exists  when  a horse 
owner  or  trainer  works  as  a racing  official  for  the  track  or  the 
state.  Consideration  should  be  given  to  prohibiting  race  horse 
owners  or  trainers  from  being  racing  officials  so  as  to  avoid  any 
appearances  of  a conflict  of  interest. 

BOARD  OF  STEWARDS 
Statutory  Authority 

The  powers  and  duties  of  the  Board  of  Stewards  are  detailed 
in  the  Board  of  Horse  Racing's  administrative  rules.  The  rules 
state  the  Board  of  Stewards  is  comprised  of  one  state  steward,  one 
association  steward,  and  one  steward  chosen  by  the  other  two  (the 
third  steward  is  paid  by  the  association).  According  to  the  rules, 
the  Board  of  Stewards'  jurisdiction  in  any  matter  extends  30  days 
after  the  conclusion  of  the  race  meeting  over  which  it  presided. 
The  rules  also  state  the  stewards  may  suspend  the  license  of 
anyone  whom  they  have  the  authority  to  supervise  for  up  to  a 
period  of  two  years,  impose  a fine  up  to  $500,  or  both  suspend 
and  fine. 

Although  the  Board  of  Stewards  and  its  authority  is  detailed 
in  the  rules,  there  Is  no  statutory  authority  for  the  Board  of 
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Stewards.  For  the  Board  of  Stewards  to  be  authorized  as  the 


official  representative  of  the  Board  of  Horse  Racing  with  such  a 
broad  range  of  delegated  powers,  the  Board  of  Stewards  and  its 
authority  should  be  recognized  in  the  statutes.  In  fact,  some  of 
this  delegation  of  the  board's  duties  may  be  beyond  the  board's 
authority  to  delegate. 

Authority  to  Fine 

The  rules  adopted  by  the  Board  of  Horse  Racing  state  the 
Board  of  Stewards  can  fine  anyone  they  supervise  up  to  $500. 
Our  review  of  state  law  Indicates  that  the  Board  of  Horse  Racing 
does  not  have  the  statutory  authority  to  delegate  the  power  to 
fine.  The  Board  of  Stewards  can  recommend  to  the  Board  of 
Horse  Racing  that  a fine  should  be  imposed,  but  the  stewards 
themselves  should  not  be  able  to  fine.  The  Board  of  Horse  Racing 
should  redefine  the  powers  of  the  Board  of  Stewards  so  the  stewards 
no  longer  have  the  power  to  fine  or  the  statutes  should  be  amended 
to  give  the  stewards  the  authority  to  fine. 

Length  of  Suspensions 

The  composition  of  the  Board  of  Stewards  varies  from  race 
meet  to  race  meet.  Four  people  are  hired  by  the  Department  of 
Commerce,  for  the  Board  of  Horse  Racing,  to  work  as  stewards  at 
different  meets  throughout  the  state.  The  other  stewards  also 
change  from  meet  to  meet  and  are  the  responsibility  of  the  associ- 
ations which  hire  them. 

Under  present  board  rules,  the  Board  of  Stewards  at  one 
meet  has  the  authority  to  suspend  a person  from  that  meet  and  all 
other  race  meets  for  up  to  two  years.  Thus,  their  authority 
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extends  over  many  meets  and  several  years.  This  suspension 
authority  appears  to  be  beyond  the  authority  intended  for  the 
stewards  since  the  statutes  only  recognize  the  Board  of  Horse 
Racing  as  having  suspension  and  revocation  powers.  A particular 
Board  of  Stewards  should  have  control  over  the  meet  at  which  it  is 
presiding  and  therefore  only  have  authority  to  suspend  a person's 
license  for  that  meet.  This  would  preclude  one  Board  of  Stewards 
suspending  someone  for  an  entire  season.  It  would  not  preclude  a 
Board  of  Stewards  recommending  to  the  Board  of  Horse  Racing  a 
suspension  of  longer  duration.  The  Board  of  Horse  Racing  could 
then  treat  the  recommended  suspension  as  it  would  a complaint; 
that  is,  hold  a hearing  and  make  the  final  determination. 

HANDLING  OF  COMPLAINTS 

Complaints  from  the  horsemen  are  discussed  during  the  board 
meetings.  Although  the  board  does  not  have  the  authority  to  act 
on  all  the  complaints  brought  before  it,  the  board  can  act  on  most 
of  them.  We  found  that  the  board  is  not  acting  on  some  complaints 
over  which  it  has  jurisdiction. 

At  one  board  meeting  three  complaints  were  on  the  agenda. 
The  board  did  not  hear  testimony  from  the  complainants  or  from 
the  people  against  whom  the  complaint  was  directed.  The  board 
read  the  completed  complaint  forms  and  decided  all  three  were 
personal  conflicts  and  not  within  the  jurisdiction  of  the  board. 
The  complainants  were  informed  of  the  board's  decision  in  a form 
letter  and  were  advised  to  seek  private  legal  counsel. 

One  of  the  complaints  dealt  with  the  non-licensure  of  a horse- 
shoer.  On  April  29,  1981,  a shoer  had  allegedly  injured  a horse's 
hooves  to  such  an  extent  the  horse  could  not  race  in  a meet  held 
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May  2 and  3,  1981.  The  complainant  found  the  shoer  did  not  have 
a Montana  license  and  wanted  the  board  to  deny  the  man  access  to 
Montana  tracks.  The  board  said  it  had  no  jurisdiction,  contrary 
to  board  rules  which  state:  "Each  plater,  shoer,  or  blacksmith 
shall  obtain  a license  from  the  board  before  practicing  his  trade  on 
the  grounds  of  the  race  meeting"  (8.22.708(1),  ARM).  Since  the 
man  was  not  licensed  and  was  practicing  his  trade  on  the  grounds 
of  the  race  meeting,  the  board  had  jurisdiction  over  the  case. 

The  board  has  also  refused  to  act  upon  other  complaints. 
Board  rules  state  "Each  trainer  shall  obtain  a license  from  the 
board.  . . Any  application  for  [a]  trainer's  license  must  establish 
financial  responsibility  to  the  satisfaction  of  the  board.  Failure  to 
maintain  financial  responsibility  shall  be  grounds  for  revocation  of 
[the]  license"  (8.22.710(1),  ARM).  The  board  does  not  require 
the  trainers  to  establish  financial  responsibility  when  license  applica- 
tions are  submitted. 

Trainers  have  incurred  track  related  debts  that  were  not  paid 
at  the  end  of  the  meet.  Creditors  have  filed  complaints  with  the 
board  asking  the  board  to  help  them  seek  restitution  concerning 
the  debts  incurred  by  trainers.  The  creditors  have  been  told  the 
board  is  not  a collection  agency  and  private  counsel  should  be 
sought. 

The  board  explained  it  will  handle  only  track  related  debts, 
such  as  veterinary  bills  incurred  at  the  tracks,  but  not  other 
types  of  bills  incurred  by  the  trainers,  such  as  motel  bills.  This 
is  contrary  to  board  action  taken  on  one  complaint.  The  complaint 
submitted  by  a veterinarian  stated  a trainer  did  not  pay  for  over 
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$1,000  of  services  performed  by  the  veterinarian  at  the  track. 
The  veterinarian  was  licensed  by  the  board  to  give  medication  to 
horses  at  the  tracks.  The  board  informed  the  complainant  to  seek 
private  legal  counsel  since  the  board  does  not  handle  that  type  of 
complaint. 

If  the  board  does  not  want  to  resolve  complaints  concerning 
debts  acquired  by  the  trainers,  the  financial  responsibility  rule 
should  be  deleted.  If  the  board  believes  it  has  the  authority  to 
require  financial  responsibility,  then  the  board  should  begin  to 
enforce  its  rules. 

SECURITY 

To  be  licensed  by  the  board  to  conduct  a race  meet,  the 
sponsor  has  to  meet  specific  criteria  established  by  the  board. 
One  of  the  items  needed  to  conduct  a race  meet  is  adequate  security 
The  board  rules  state  "Each  licensee  shall  police  its  grounds  at  all 
times  in  such  manner  as  to  preclude  the  admission  of  any  person 
in  and  around  the  stable  area,  except  those  persons  licensed  by 
the  board  and  having  bona  fide  business  In  the  stable  area,  and 
the  employees  of  the  licensee"  (8.22.502(16)  ARM).  Three  race 
tracks  were  visited  in  the  course  of  the  review  and  it  was  noted 
security  was  lax  at  all  three  tracks. 

At  one  of  the  tracks  visited  by  our  auditors,  there  were  no 
security  people  at  the  gates  into  the  stable  area  the  day  before 
the  race.  The  auditors  were  able  to  walk  about  the  backside, 
track,  and  pari-mutuel  areas  without  being  questioned.  At  another 
track  visited  there  was  a security  person  at  one  of  the  gates  the 
morning  of  the  day  before  the  races.  The  security  person  was 
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unattentive  and  the  auditors  were  able  to  enter  without  having  to 
show  an  ID  card.  At  the  same  track  anyone  could  have  walked 
across,  or  around  one  end  of  the  track  and  gained  access  to  the 
backside  without  being  noticed.  The  third  track  visited  had 

security  people  at  both  gates,  but  again,  anyone  could  have  walked 

across  the  track  and  gained  access  to  the  backside.  At  all  the 
tracks  visited  it  was  noted  that  many  of  the  horsemen  were  not 
wearing  their  ID  cards. 

Our  survey  of  jockeys  and  horsemen  showed  that  most  of 

them  feel  the  security  before  and  after  the  races  is  inadequate  or 
poor.  Most  of  the  surveyed  people  thought  security  during  the 
race  was  adequate.  During  the  days  of  racing  most  of  the  owners 
and  trainers  are  with  their  horses,  but  on  the  days  before  the 
races  the  backside  is  virtually  deserted. 

One  of  the  security  people  hired  by  the  state  complained 

about  security  problems  at  one  of  the  fairs.  He  said  there  was  no 
fence  so  it  was  impossible  to  secure  the  area.  He  believes  it  is 
imperative  that  the  board  adopt  tougher  standards  to  control 
access  to  the  track. 

The  board  makes  inspections  of  the  tracks  before  it  issues  a 
license  to  the  sponsor.  If  the  security  is  inadequate,  the  board 
has  the  authority  to  require  the  licensee  to  upgrade  security. 
The  board  should  use  this  authority  and  improve  security  at  the 
tracks. 

COMPENSATION  FOR  BOARD  MEETINGS 

Board  meetings  have  historically  lasted  anywhere  from  one  to 
six  hours.  During  the  racing  season,  the  meetings  are  usually 
held  in  a city  in  which  a race  meet  is  conducted.  In  the  off-season. 
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the  meetings  are  normally  held  in  Helena.  The  meetings  are  attended 
by  the  board  members,  a recording  secretary  (usually  a department 
staff  member),  and  most  of  the  state  stewards.  The  state  pays 
the  meals,  lodging,  and  travel  of  the  board  members,  the  secretary, 
and  the  stewards.  The  board  members  and  stewards  are  also  paid 
per  diem  for  each  day  of  board  business. 

On  March  17,  1980  and  1981  the  board  meetings  were  held  in 
Butte.  Some  of  the  board  members  and  stewards  spent  a night  in 
the  city  and  charged  the  state  for  meals  and  lodging. 

Specifically,  the  March  17,  1980  meeting  adjourned  at  12:30  p.m., 
after  two  and  one-half  hours  of  discussion  of  board  business. 
Four  board  members,  two  state  stewards,  and  the  department 
attorney  attended  the  meeting  and  charged  allowable  expenses  for 
the  day  to  the  state.  The  fifth  board  member  lived  in  the  city 
and  had  no  expenses.  Two  of  the  out-of-town  board  members 
spent  the  night  of  the  meeting  in  the  city  and  charged  the  state 
for  lodging  and  two  meals.  Both  of  the  board  members  drove  their 
own  cars  and  could  have  driven  home  the  afternoon  of  March  17. 

One  of  the  board  members  that  stayed  lived  225  miles  from  the 
city,  only  41  miles  farther  than  one  of  the  board  members  that 
left.  The  other  board  member  that  stayed  and  charged  meals  and 
lodging  resides  in  a town  120  miles  away.  If  the  board  members 
wanted  to  spend  the  night  that  was  entirely  their  prerogative,  but 
they  should  not  have  charged  the  state  for  meals  and  lodging. 

The  same  type  of  situation  occurred  March  17,  1981.  The 
meeting  adjourned  at  2 p.m.,  after  one  hour  of  discussion  of  board 
business.  Four  board  members,  the  department  staff  member,  and 
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two  state  stewards  attended  the  meeting.  The  board  members, 
staff  member,  and  one  of  the  state  stewards  charged  allowable 
travel  and  meals  to  the  state.  Three  of  the  board  members  and 
one  of  the  stewards  spent  the  night  of  the  meeting  and  charged 
the  state  for  their  lodging.  Again,  it  was  the  prerogative  of  the 
board  members  and  the  steward  to  spend  the  night,  but  they 
should  not  have  charged  the  state  for  their  meals  and  lodging 
when  they  could  have  returned  to  their  homes. 

Three  of  the  people  attending  the  March  17,  1981  meeting 

charged  the  state  for  breakfast  and  were  reimbursed.  They  were 
not  eligible  for  reimbursement.  In  1980  one  of  the  state  people 
attending  the  meeting  incorrectly  charged  breakfast  and  was  im- 
properly reimbursed. 

For  future  compensation  the  board  should  familiarize  itself 
with  the  laws  concerning  compensation  while  on  state  business. 
The  department  should  also  review  its  authorization  procedures  for 
the  meals  and  lodging  charges  that  the  board  members  and  staff 
record  on  travel  expense  vouchers.  The  department  should  be 
aware  of  the  length  of  the  meetings  so  the  state  is  not  paying 
board  member  expenses  when  they  are  not  on  board  business. 
The  travel  expense  vouchers  should  be  reviewed  so  only  allowable 
expenses  are  reimbursed. 

MAINTENANCE  OF  RECORDS 

The  rules  state  the  racing  secretary  will  keep  a complete 
record  of  all  races,  including  the  total  purses  paid  for  the  meeting; 
the  amount  of  money  contributed  to  the  purses  by  the  horsemen 
and  other  organizations;  the  total  number  of  "Montana  Bred"  races 
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(races  in  which  only  horses  bred  in  Montana  are  eligible  to  partici- 
pate) run  and  offered  but  not  filled;  and  the  amount  of  money 
contributed  by  horsemen  and  other  organizations  for  each  race. 
We  found  the  horsemen's  bookkeeper,  a person  employed  by  the 
track  to  keep  a record  of  each  horseman's  account,  not  the  racing 
secretary,  maintains  most  of  these  records.  Some  of  the  information, 
such  as  the  number  of  Montana  Bred  races  offered  but  not  filled  is 
not  retained. 

The  board  should  clarify  its  rules  as  to  who  is  to  maintain 
specified  information.  If  the  records  are  necessary  the  board 
should  enforce  its  rules  to  insure  the  records  are  maintained. 
FEES 

Commensurate  with  Cost 

As  noted  in  Chapter  II,  the  board's  expenditures  are  sup- 
ported through  licensing,  pari-mutuel  betting,  unclaimed  winning 
tickets,  and  fines  for  horse  racing  violations.  All  revenues  are 
deposited  to  an  account  in  the  earmarked  revenue  fund.  If  the 
board  does  not  fully  expend  its  revenues,  the  remaining  funds 
revert  to  the  account.  As  noted  in  Illustration  3,  page  13,  the 
fund  balance  has  been  increasing  each  year.  The  increasing  fund 
balance  for  the  board  indicates  that  current  revenue  collected  may 
be  excessive  as  it  relates  to  the  cost  of  administration.  The  fee 
charged  for  licensing  seems  to  be  inconsistent  with  the  administra- 
tive costs  associated  with  the  process. 

There  are  54  different  types  of  licenses  and  seven  different 
fees  charged,  ranging  in  price  from  $2  to  $10.  Excluding  the 
track  license,  there  are  no  qualifications  for  any  of  the  licenses. 
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Therefore,  the  processing  procedure  for  all  of  the  personal  licenses 
Is  essentially  the  same. 

To  process  the  license,  the  licensing  clerk  fills  out  a three 
piece  form  after  the  applicant  fills  out  the  application.  The  clerk 
then  takes  the  applicant's  picture  and  encloses  the  picture  in  a 
plastic  holder  that  can  be  clipped  to  the  person's  clothes.  The 
identification  card  allows  the  person  access  to  the  backside  of  the 
track  and/or  the  pari-mutuel  area. 

The  fee  collected  when  the  application  is  submitted  is  intended 
to  cover  the  cost  of  the  above  process  and  materials.  The  fee 
should  also  cover  the  cost  of  having  the  licensing  secretary  compare 
the  programs  at  the  racing  meets  with  the  applications  on  file  to 
determine  whether  all  the  owners,  trainers,  and  jockeys  have 
completed  an  application  and  have  an  identification  card. 

The  actual  costs  of  processing  the  identification  card  for  a 
particular  occupation  are  not  reflected  by  the  fees  charged  for  the 
various  licenses  since  the  cost  varies  from  $2  to  $10.  At  one  time 
the  board  determined  that  the  materials  and  secretarial  time  cost 
about  $2  per  ID  card.  These  costs  have  increased  since  then. 
Thus,  another  determination  of  the  costs  should  be  performed,  and 
consideration  should  be  given  to  setting  an  overall  (flat)  fee  for 
licenses  which  covers  the  cost  of  administration. 

The  only  fee  that  requires  more  administrative  costs  is  the 
track  fee.  The  fee  for  the  track  license  is  $10.  This  fee  should 
cover  the  cost  of  processing  the  application  by  the  board  at  a 
board  meeting,  an  inspection  of  the  track  by  at  least  one  board 
member,  and  any  necessary  communication  between  the  board  and 
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the  track  to  ensure  the  application  is  complete.  The  board  members 
receive  $25  a day  while  on  board  business;  the  $10  track  license 
fee  does  not  even  cover  one-half  of  the  per  diem  of  one  board 
member  inspecting  the  track.  As  noted  previously,  the  fees 
should  properly  reflect  the  cost  of  processing  the  license. 

The  present  fee  structure  is  inconsistent.  The  1981  Legisla- 
ture recognized  the  need  for  appropriate  fees  and  gave  some 
regulatory  boards  under  the  jurisdiction  of  the  Division  of  Business 
and  Professional  Licensing  of  the  Department  of  Commerce  the 
authority  to  set  fees  commensurate  with  the  costs  of  the  various 
programs  necessary  to  operating  the  board.  Since  the  Board  of 
Horse  Racing  has  the  authority  to  set  its  own  fees,  the  board 
rules  could  be  changed  so  fees  are  commensurate  with  the  cost  of 
the  various  programs  necessary  to  operating  the  board. 

The  present  law  limits  the  amount  to  be  charged  for  licenses 
to  a maximum  of  $15.  The  maximum  fee  statute  could  be  amended 
to  allow  the  board  to  charge  tracks  a fee  commensurate  with  the 
costs  of  licensing. 

Authority  to  Set  Fees 

The  fees  for  the  various  ID  cards  are  detailed  in  the  board's 
administrative  rules.  Anyone  not  listed  is  to  be  charged  a $3  fee 
(8.22.503(27)  ARM).  The  application  for  occupational  licenses 
(exercise  boy,  hotwalker,  starter,  veterinarians,  etc.)  lists  all  of 
the  occupations  and  the  fees  charged  for  a license  for  that  applica- 
tion. Also  on  the  application  is  the  category  "Others  not  listed." 
The  fee  for  this  category  is  $3  "unless  otherwise  set  by  the  repre- 
sentative of  the  Board  at  that  track."  There  is  no  statutory 
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authority  for  anyone  to  set  an  arbitrary  fee  at  his  discretion. 
The  fees  to  be  charged  are  to  be  specified  in  the  laws  or  the  rules 
and  cannot  be  changed.  The  board  should  establish  their  fees  in 
the  rules  and  delete  any  reference  to  the  fees  being  set  at  a 
track. 

CRIMINAL  CONVICTION 

The  board  has  the  authority  to  refuse  a license  to  a person 
who  has  been  convicted  of  a crime  involving  moral  turpitude. 
Section  37-1-203,  MCA,  states  that  criminal  convictions  shall  not 
operate  as  an  automatic  bar  to  being  licensed  to  enter  any  occupa- 
tion in  the  state  of  Montana,  No  licensing  authority  can  refuse  to 
license  a person  solely  on  the  basis  of  a criminal  conviction,  pro- 
vided, however,  the  criminal  offense  does  not  relate  to  the  public 
health,  welfare,  and  safety  as  it  applies  to  the  licensed  occupation. 
There  are  no  board  regulations  which  define  conviction  of  moral 
turpitude,  and  the  current  statute  as  written  is  in  conflict  with 
section  37-1-203,  MCA. 
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